1.Introduction
Given that global liquidity has risen substantially in recent years the question arises of whether there has been spill-over from liquidity to crude oil prices. The substantial increase in nominal M2 for the largest four economies from 13,500 billion U.S. dollars in 1997 to 45,000 billion U.S. dollars in 2011 is illustrated in Figure 1 . In Figure 1 Belke et al. (2010) show that global liquidity has risen sharply since 2001 and find significant impacts on an OECD commodity price index (dominated by oil with a weight of 63%). Anzuini et al. (2012) find support for a significant (but small) effect of U.S. monetary policy on oil prices over 1970-2008. 1 In this paper we seek to determine the influence of structural oil price shocks and liquidity as it arises from the major economies on the price of crude oil. A structural VAR model is employed in the analysis.
Methodology
Consider a structural vector autoregression model (SVAR) The SVAR model can expressed as: Figure 2 shows the responses of the variables in the SVAR to one-standard deviation structural innovations. In the first column are shown the responses of global oil production, global real aggregate demand, global real price of oil and global real M2 to a structural (positive) innovation in global oil production. The effect of an unanticipated supply disruption on global oil production is very persistent and highly significant. An unanticipated negative innovation in global oil production does not cause a significant effect on the real price of oil, but does cause a significant negative effect on global real aggregate demand. A disruption to global oil production causes decline in Global real M2 that is significant in the second and third months.
Empirical results

Impulse response function results
In the second column of Figure 2 a positive global real aggregate demand shock has a persistent positive effect on global oil production that is statistically significant between the third and eleventh months. An unanticipated global real aggregate demand expansion has a significant effect on global real aggregate demand that rises over time. A positive global real activity shock has a positive effect on real oil prices that is statistically significant for about five months. A positive shock to global real activity does not significantly affect global real M2.
The effects of an oil market-specific demand shock are shown in column 3 of Figure   2 . In the third row of column 3 a positive shock in oil market-specific demand has a large and persistent positive effect on the real price of oil. This effect is highly statistically significant and rises in magnitude over the first three months. An oil market-specific demand shock is associated with significant effects on global oil production and significant increases in global real aggregate demand. A positive oil market-specific demand shock increases global real M2 in the first months.
In the fourth column are shown the responses of the variables to structural innovations in Global real M2. In response to an unanticipated increase in Global real M2 there are significant and persistent increases in global oil production and in global real aggregate demand. After a positive shock to global real M2, an increase in global oil production builds up over the first five months and is statistically significant after the third month. The rise in global real aggregate demand is statistically significant over all twenty months. The increase in real oil prices is statistically significant between the fifth and ninth months. 
Historical decomposition of real oil price
The cumulative contribution to the real price of oil of the structural shocks to global oil production, global real aggregate demand, oil-specific demand and global real M2 are reported in Figure 3 , from estimating the SVAR model in equation (4). Striking facts from Granger cause oil prices in the post-war period up until 1997. The issue is whether there is a liquidity effect on oil prices in the last few years. It is likely that the real oil price rise is due to real factors for which real M2 (M1 or M3) is a proxy. Notes: GO is global oil production, AD is global demand for commodities (from Kilian (2009) , RP is real oil price, GLOBM2 is real M2 of U.S., Eurozone, Japan and China. The dashed lines represent one and two standard error confidence bands around the estimates of the coefficients of the impulse response functions. The confidence bands are obtained using Monte Carlo integration as described by Sims (1980) , where 5000 draws were used from the asymptotic distribution of the VAR coefficient. Cumulative effect of GLOM2 shocks on real crude oil prices
